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KENNETH LAY, JEFFREY SKILLI NG AND JCE SUTTON

[ Side 1 of Tape No. 833 begins.]

MR. LAY: For those of you that are joining us by
way of Internet, because this is being screened to a nunber
of our |ocations around the world today, but Jeff and Joe
and | are here in London today. This, | guess, will be the
first tinme we've had an all -enpl oyee neeting, other than
just a London enpl oyee neeting in London, and certainly
delighted that we can bring you the enpl oyee neeting from
her e today.

And this is being screened, | think, in addition
to other locations here in London. W couldn't find a place
big enough to bring in all the enployees today. So we've
got various places around this building and el sewhere.

We are al so screening to Houston, of course,
Omaha, Portland, Calgary, New York, Stockholm Frankfort,
Anst erdam Gsl o, Sao Paul o, Buenos Aires, and Ri o, at |east
those | ocations. There may be other |ocations that | don't
have listed here, but we think this is, first of all, an
I nteresting experinent and | hope it is working well for al
of you out there. But, secondly, it would be our intent,

again, to the extent that it can be arranged, that naybe at



| east one of our enpl oyee neetings each year will be from
one of our international |ocations. O course, we continue
to grow these | ocations trenmendously.

Let me see if this will work. Hey, it does.

Today, we are going to cover, really, three
di fferent subjects, the financial performance and, of
course, growh in the conmpany, which I will cover, and then
we are going to hit sone of the key operating highlights in
t he conpany, as well as our overall global strategy. And
then, finally, we are going to hit this excellence through
conmuni cations results and talk a little bit about both our
chal | enges there, but also our opportunities as we try to
beconme even better at conmuni cating throughout the conpany,
t hr oughout the worl d.

Just a few of the highlights for 1999. And let ne
say 1999 was an outstanding year for Enron, another
out st andi ng year for Enron.

In our transportation and distribution group,
again, continuing to provide us very consistent earnings and
cash-fl ow growt h and, of course, good return on equity,
particularly fromthe pipeline group, and, of course,
continuing to find places where we can, in fact, grow that

busi ness goi ng forward.



Now, as nost of you know, maybe all of you know,
we have decided to sell Portland General not because it's
not a good conpany. It's a great conpany, but,
increasingly, it is not as necessary to own a utility or not
need to. W do not need to own a utility in order to do our
ot her busi nesses, and we need to find ways to redepl oy sone
of this capital into sone of our other businesses which are
grow ng so rapidly.

And we have reached agreenent with C R Pacific
Resources to sell them Portland CGeneral, and that
transaction shoul d get regul atory approval and flow sonetine
second half of this year

Qur whol esal e energy operations and servi ces,
whi ch now i s our single biggest profit center in the
conmpany, anot her outstanding year, and | am going to share
with you a nunber of--a couple of slides later on with that,
on that business, to further underscore that point.

But we did have a good year. Qur market share
continues to increase in North America. W had a good
starting year. For the continental business here in Europe,
as that market for electricity began to open up and good
success nmade there over the last 12 nonths, we had a nunber

of devel oping nmarkets. W had a good start, but, again,



overall, just a really good strong year for that business.

Qur retail energy services--and each of these, you
are going to hear a little bit nore about later, but,
certainly, 1999 was a year of strong contracting grow h,
which you will see the nunbers here in a mnute. There is
no doubt, we are the leader in this business today by a big
margin. W don't even see who, in fact, could be considered
to be in second place right now

And, of course, they did go with earnings positive
in the fourth quarter of this year, and we expect to have
significant growth and earnings, positive earnings there,
thi s busi ness cal endar year.

And we are now beginning to take that whole
concept of energy outsourcing and energy services to the
i nternational markets, first here in Europe, but making
plans to nove it to other international markets throughout
this year and in years to cone.

And, of course, broadband services is our newest
busi ness, and Jeff will talk quite a bit about that a little
| ater, too, but 1999 was the year when we really brought the
strategy together. W brought the talent together. W got
it focused, and we now have a gane plan that is, in fact,

very exciting for the conpany going forward. Jeff wll talk



a lot about that a little later on, but this is a business
wi th enornous potential as we | ook forward.

If we | ook at the nunbers for 1999, again, all of
t he busi nesses had good positive growth, as you can see down
through the line, but, again, the whol esal e energy
operations, a 36-percent increase in inconme before interest
and taxes, and, of course, overall, |ast year, we had about
an 18-percent in earnings per share, which is a good year,
wi th about a 37-percent increase in total net incone.
Agai n, we had nore shares outstanding |ast year, so sonewhat
| ess growm h in earnings per share, but | think by any
financial neasure, a very, very strong year

I f we | ook back over the | ast decade, again,
phenonenal growth, particularly phenonenal growth for what
is primarily an energy conpany. You go back and | ook at
total assets, up alnost fourfold during the decade of the
'90s, fromabout $9 billion to $35 billion.

Total revenues, of course, up al nbst nine tines,
fromabout 4.6 billion at the start of--or the end of the
| ast decade to end of the '80s to $40 billion at the end of
the '90s, but, nost inportantly, net incone. But our
after-tax net incone fromrecurring operations, up nore than

four-fold during the decade, so good strong growh in all of



t hose neasur es.

On the operating side, the sane thing. Qur
pi peline throughputs al nost doubled. That included both
good strong grow h in our North American pipeline operation,
but al so, of course, making sonme acquisitions in other
mar ket s such as Bolivia, Brazil, Argentina, Col onbi a.

Retail energy, of course, we didn't even get
started in that business until about 3 years ago, but | ast
year, as you can see, we contracted $8.5 billion of
busi ness. O course, you are going to see here in alittle
bit that we expect to have very strong increase in that
anount again this year

Qoviously, to keep up with that growmh, we al so
had a very significant increase in enployees, particularly
in the last 5 years, but noving from about 7,000 enpl oyees
at the end of the '80s to al nost 18,000 at the end of the
' 90s.

Let ne say we have ended up this decade as the
| argest supplier of gas and electricity in North America,
the largest supplier of gas and electricity in the U K
| argest supplier of power in the Scandi navian countries, and
we think the nost potent and, for that nmatter, the |argest

new entrant into the continental European narket. So we



al so have sone very, very valuable franchises that we are
going to continue to expand as we nove into the current
decade.

And, of course, in response to all of that, our
shar ehol ders have had a good increase, too. If you want to
take this through the current tine, starting with 19--or
Decenber '89, the end of Decenber '89, our sharehol ders have
received a little over 1,000-percent return. That conpares
wi th about a 200-percent return for the pipeline group,
about 100--or about a 40-percent return for the expiration
production i ndex.

And you keep in mnd, at the end of the |ast--of
the '80s, we got 80 percent of our net inconme out of our
pi peline group. W got about 20 percent, the remaining 20
percent out of the expiration production business and the
gas |iquids business. O course, you can see by these
I ndexes, those businesses did not do that well throughout
the "90s. O course, we even did better than the S&P 500,
about a 424-percent return.

So | think transform ng the conpany from a conpany
| argel y dependent on regul ated pi pelines to one today that
is largely dependent on fast-grow ng, high-return energy

busi nesses, our whol esal e busi ness, our retail business, as



wel | as our new broadband busi ness, we have put the conpany
in a position where not only have we had good returns for
the | ast decade, but | think the prospect of even stronger
returns this decade, a very high-growth potential throughout
t he conpany.

And, of course, we have been recogni zed for sone
of the changes that have occurred in the conpany repeatedly.
In the case of Fortunes Mst Admi red Conpany Survey t hat
they do annually, which just canme out a couple--3 weeks
ago--but, again, we were recognized as the nost innovative
conmpany in Anerica for the fifth year in a row That is one
of the eight categories by which they neasure conpani es or
try to nmeasure them and then rank them but we al so cane out
nunber one in quality of managenent and nunber two in
enpl oyee talent. And | amhere to tell you that that nunber
two in enployee talent is a lot nore inportant than that
nunber one in managenent quality because it is our enpl oyees
t hroughout the world that, indeed, differentiate Enron from
every ot her conpany not just in our industry, but
i ncreasingly from conpanies of all types.

When you break one or two out of all American
conpanies in categories like this, you, indeed, have nade

quite a mark on other industries, other conpanies in the
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US., in particular.

O course, the Energy Commodity Derivatives House
of the Year by R sk Managenent nmgazi ne just recently, this
past nonth, and, of course, one of the 100 best conpanies to
work for in Anerica, as we noved up fromthe seventy-third
position the year before last to twenty-fourth this past
year. So we are getting some good recognition for the kind
of performance that we are able to deliver.

Now, with that, | think Jeff is going to conme up
first and introduce the operating highlights of d oba
Strategy, and then he and Joe both were going to share that
presentation, if he doesn't |lose his m nd.

MR. SKILLING This high-tech stuff, you know,
it's really hard. 1'ma gas guy.

But, anyway, | just wanted to introduce, really,
the rest of the programfromhere. So we are going to go
t hrough the operating highlights and gl obal strategies for
each of our businesses. So | amgoing to turn it over to
Joe in just a mnute, but just let ne rem nd you how we are
presenting this to the outside world.

We are essentially breaking the business and
comuni cating with the outside world about four separate

operating activities within Enron. There is our
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transportation and distribution business. Those are our
regulated utilities. So that is the gas pipeline group in
North Anerica and Portland General .

Then we have our whol esal e busi ness, and, as you
know, the whol esal e busi ness has really been the | oconotive
for our growth in earnings and sales for, really, the | ast
decade. And the nunbers comi ng out of that business, which
I will guess the vast majority of the people in this room
are involved with, have just been phenonenal. | nean just
phenonenal for the |ast decade, and we expect to see
continued gromh in that business in the future.

The third energy business is our retail business.
We have turned the corner in the retail business. | always
hated it when soneone would wite about Enron and they talk
about us losing noney in our retail business. WlIl, in the
fourth quarter of |last year, we went 7 mllion positive in
the retail business. Now, that's up froma $26-nillion | oss
in an equivalent period in 1998. So that is a $33-mllion
SwWi ng, quarter over quarter, and |I think that gives you a
sense for the sort of operating | everage that we have got in
t hat business noving forward. So | think we have got just
tremendous prospects in the retial business noving forward,

and they have turned the corner and they are rocking and
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rolling right now and buil ding that business for the future.

Then the | ast business is our new busi ness which
is the broadband business. | will spend a little tinme going
into that business. W have a very, very unique strategy in
our broadband busi ness, and this unique strategy is center
of the fairway for Enron. Anyone fromthe whol esal e
busi ness, anyone from EES woul d under stand exactly what we
are doing in this business. W are positioning ourselves in
a way that wll be alnost identical to the position that we
have in the whol esal e business in natural gas and
electricity. So it is a very, very different strategy from
what ot her people are pursuing, but it is a very strong
strat egy.

And you can tell fromthe response in the stock
mar ket that they like the strategy. It nakes sense. Now
all we have to do is execute, you know, the sinple part.

So, anyway, with that, I will turn it over to Joe
to go through transportation, distribution, and whol esal e.

I will conme back and spend just a couple of m nutes on the
retail business, and then I will walk you through this

br oadband, the communi cations business, so you can get a
sense of what we are trying to do there.

Joseph?
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MR, SUTTON. Well, good afternoon. Good
af t ernoon.

PARTI Cl PANTS: CGood afternoon.

MR. SUTTON: Ckay. For all of you out there in
Enron Land, good afternoon to you, too, or good norning or
good ni ght or whatever it m ght be.

First of all, | should probably tell you what this
| ooks Iike here. W are in a studio with--actually, it's
part of the new Enron Building, which is a phenonena
buil ding here in London. W' ve got a chance to see and we
are going to actually open our christening tonorrow night,
but we've got the Enron-Europe enpl oyees here. W have al
of our East speak [?] people over here ready for questions,
and, hopefully, all of you out there are |ooking at your
| apt op conputers just enjoying the heck out of this.

Let me start. | want to just talk for a couple of
m nut es about sone of our businesses; first, our
transportation and distribution business. As Ken said,
Portl and General is being sold. Hopefully, we wll have
that closed by the fall of this year

This map highlights our pipeline business, which
has been the nminstay of our business for a long tine, and

it continues to performquite well for Enron.
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As you can see, volunes are up, and we have
several expansions in place as part of the pipeline
i nfrastructure grows.

In the porta [ph] gas transm ssion, we expect
phase four to start the second quarter of this year and then
nove into phase five by the end of next year, and phase siXx
i's now under evaluation. So there is a lot of growh in the
porta system

Nort hern Border, our Project 2000, an esti nated
cost of $95 million, we will increase our capacity there and
forma direct |ink between the Canadi an supplies and those
of northern Indiana.

O course, the Trans-Western expansi on, which
should be in service by May of 2000, will allow us to
i ncrease the capacity to California by about 140 mllion
cubic feet a day. So we have got real expansion in our
pi pel i ne business. Things are going quite well as we go
f orward.

I will talk now about the whol esal e energy, which
becones a very |arge part of our business at Enron, probably
the largest in terns of earnings over the past severa
years.

| want to go back one. Can | go back on this one?
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Wiy don't we do that. Onh, sorry. Huh? Wich one? This
one here? kay. You are going to do it for ne? Okay. o
back.

| can tell you a joke while we're waiting, if you
li ke.

kay. That's it. Good.

kay. | think this--this chart certainly
hi ghlights the conti nued grow h of our whol esal e business in
bot h physical volunes in power and gas. As you can see, the
growt h and volunme is by--conmodity and region is certainly
noteworthy. W have increased over tine in power just
trenmendously and a steady growth in gas.

When you look at it in terns of region, you see a
| arge growth in our European vol unes over tine.

Enron actually increased deliveries during 1999
wi th over 19 percent from 1998, which shows real growth in
this business, both the U S. and in Europe.

This map is the map | really like to show, which
is sort of the dot map, and | guess our goal is to have the
entire United States covered by dots eventually, hopefully
smal l er dots, but if you |ook at this map here, what it
highlights is the expansion and the magni tude of our network

in North Anmerica from an energy side.
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We are certainly the | eading provider of energy in
North Anerica, the | argest market of both gas and
electricity. W have an unparalleled network, and we have
expanded our product offerings which you see here.

| think what is not shown here, which I wll talk
about in a few mnutes, is how we--well, we are expandi ng
our network capability through our e-comerce offerings,
which will be the way of the future.

We have done simlar things in Europe, and for
t hose of you, of course, nost of the audience who work in
Eur ope can be very proud of this. | think Europe certainly
rivals the United States in terns of--you know, the dot map
I's concerned, but there has been extrene growth in the |ast
2 years in Europe.

We have excel |l ent physical access to our key
mar kets, and we have devel oped a pretty fully integrated
approach to these markets, finding different ways to extract
val ue t hroughout the Enron value chain as we devel op Europe.

This chart highlights the volune and transaction
growm h in Europe, and you can see growth in gas, but
absol utely phenonenal growth in electricity.

The |l ast box up here, if you focus on the yell ow

part of it, it shows the nunber of transactions we had in
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1998. That is 424 transactions, if you take that little
yel | ow piece out of there. The yellow piece |ast year was
8, 800 transacti ons.

And | mght add as a result of Enron Online, which
I wll talk about soon, those transactions have increased
even nore significantly in the earlier part of this year.

So, of course, with nore transactions, we have nore vol une
and hopefully nore nargin.

Enron Online is a tool that we rolled out Novenber
19th [29th] of 1999. This is Enron's business-to-business
transacti on venue on using an e-commerce system It is free
of charge to the people that use it. W have put it on nost
of our customers' desks, and as a result, volunes have
i ncreased. | nean volunes and transacti ons have increased
significantly.

| was telling Ken and Jeff before | cane in, | may
be alittle off on this nunber, but | think it is safe to
say that we are right now between 11.5--correction--10.5-
and $11 billion transactions on this Internet by this tine
this year. So that is about 3 nonths worth of transactions,
3 to 3-1/2 nonths.

When you think about that, that makes us the

| argest, | think, froma transaction--froma dollar anount,
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the | argest transactor on the Internet in the world in only
3-1/2 nonths, and the growth here, it hasn't even started.
We expect to see just a large nunber in increase of our
transactions and volunes this year as a result of Enron
Onl i ne.

This was an internally devel oped process by a
group of Enron enployees putting this together. It wasn't a
bi g huge project, but we have hired people com ng from
outside. It was done inside of our conpany, and it just
shows- - goes to show what Enron enpl oyees can do. A super
j ob here.

This shows Enron Online versus the normal channel s
we woul d use to transact business. You can see that the
vol une in transactions now make up a | arge part of our
normal transaction pool, and those pie wedges will probably
be grow ng over tine.

| have to wait 8 seconds here while they bring the
next chart up. So | will just kind of talk for a mnute
about how great this building is here in London while those
8 seconds are passing.

s it okay? Ckay, good.

| want to just talk for a m nute now about our

ener gi ng mar ket busi ness because | think it is inmportant to
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poi nt out the very strong positions we have there as well.

This chart highlights the Southern Cone part of
our business. O course, you have seen in the past our
uni que asset position there. Wat we are working on now in
this region, of course, is trying to growthis into nore of
a merchant position. So we take val ue-added aspects from
our asset position.

| think probably everybody realizes wthout a
doubt, we have the best position of anybody in the Southern
Cone in both gas transportation, gas distribution, and power
di stri bution and generati on.

But, nore inportantly, we have put good people in
t hese businesses in the Southern Cone fromthe | ocal work
force to expand our capability there. That is what we have
done in the U K and other places around the worl d.

| want to highlight for a mnute the inportance of
the Enron Cari bbean region also to our business. Here,
there is a strategy we have been following for quite sone
time in supply and demand. There is no indi genous energy
supply right nowin Central Anerica. There is a |arge
anount of energy in Northern South Arerica. So, if you can
mat ch those two up, it would seem reasonable to expect that

you woul d be able to have a narket advantage in the Centra
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American markets. That is what we are working toward now
usi ng both LNG from Venezuel a and potential pipeline gas
from Col onbi a to Panama.

| will also just talk for a second about India.
We are a household word in India, and that is largely due to
our great work force in India. This chart shows a picture
of the doubl e [ Dabhol] phase two powerplant. As you know,
we got doubl e [ Dabhol] phase one, started early |ast year,
and now we are conpl eting doubl e [ Dabhol] phase two, which
wi Il be done by the end of next year. This will make this
the | argest powerplant, |PP powerplant in the world, and it
has enabl ed us to access other nmarkets in India, gas narkets
and even the tel ecommuni cations market in India. So it has
been a great foothold there.

Wth that, | will pass it back to Jeff who wl|
talk to you a little bit about our retail energy business.

MR. SKILLING Thanks, Joe

Just continuing on with a summary of the
busi nesses, this shows you how well we have been doing in
contracting new energy services in EES. Just even to go
back a little further in tinme, in 1996, we did zero
busi ness. Zero. In 1997, we did $1.2 billion; '98, 3.8.

1999, we did 8.5, and we have a target for next year of $16
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billion. And | have been assured by the people that count,
whi ch are the people who actually do the business, that that
i s absol utely sandbaggi ng on their part. And the nunber
wll clearly exceed this. W wll probably cone in at 25-,
$30 billion.

Ri ght, Dan?

[ Laught er. ]

MR. SKILLING But let nme just tell you the
nunbers that go along with this, the earnings nunbers that
go along with this.

In 1998, in EES, we invested, neaning that we
| ost, $160 million in the business. 1999, we |ost $96
mllion, and as | said, we want earnings positive in the
fourth quarter. The target for the year 2000 is a
$75-mllion-plus, and we will nake that. W will hit that
nunmber. So it gives you sone sense for the kind of
operating | everage, but it says sonething about how Enron
bui |l ds these busi nesses, just |ike what we did in Europe.

We made sonme significant investnents to get in, in
a big way, and that's people, that's systens, that's
| ocations, facilities, and then we go out and we sell. And
then once that |ine crosses, you get a | ot of upside, and

that's kind of the way Enron does business, but this is a
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real success story for the conpany. You can all be very
proud for what has been acconplished there.

The next challenge in this business is going to be
execution. The stuff sells. Now we have to actually get
out there and do sonething for the custoners.

We've spent a lot of time over the | ast coupl e of
years putting in place an execution capability. This nmap
shows custoner |ocations that overlay sites that we have for
actual ly executing the business.

As you can see, right now, this is a map of the
United States. W are starting business now in Europe. W
have done our first couple of contracts in EES in Europe.
woul d expect that we will have a map like this for Europe
next year, and we want to add onto that. W want to have
the sane kind of market position.

W have a great head start in this business. In
North Anerica, there were really only two conpetitors. One
was Duke Energy. The other was PGE. Duke is |aying people
off in this business right now, and PGE announced | ast week
that they are selling the business. So we are in great
shape. This is going to be a strong, strong business for
Enron, and then speaking to you all here from London, you

will be seeing a |ot nore activity here in Europe as this
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busi ness builds over the next couple of years, but a great
success story. Just keep up the good worKk.

In fact, Dan Lepp [ph] is here. Dan runs the
execution side for EES, and |I'd imagi ne you' re working on
getting the stuff in place over here. So that's great. A
tremendous opportunity. So that's the retail business.

Let me nove on for just a mnute to the broadband
services. |'ve got a real short presentation on this, but I
want to give you just the guts of what we are trying to do
here, and then we can go into nore detail later. W' ve got
sonme pretty good stuff com ng out of the anal yst
presentation that goes into a | ot of detail about how this
business is going to work, but let nme just give you a quick
overvi ew and give you a sense of what the business is.

Let me start off first by saying that we are
targeting a very specific portion of the bandw dth market,
and that's the very high bandw dth application market. W
call these the bandw dth hog applications, but these are
applications like video streamng or large file transfer
that just consune enornous quantities of bandw dth.

This is the market that is growing. In fact,
today, it is still a very small market. In fact, it is

smal l er than the voice market, the voice and text narket,
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but this is the market that is going to be boom ng over the
next several years.

For those of you who have not really | ooked at
this, I amsure nost of you when you got your nodens on in
your hones, what you found is that text works pretty well
across the existing system If you try to get video--in
fact, I will be very interested to see how all of our
systens are handling this video around the world--it gets
much, nmuch tougher because the anount of data that's
transfered is a hundred tines the anount of data that is
being transferred with text. That is the nmarket that Enron
I's focusing on.

To do that, we are building a business that's got
three main conponents. The first conponent is we need to
put in place a very sophisticated network that allows us to
provi de bandw dth service to our custonmers. So our first
objective is to deploy the nost open, efficient network with
broad connectivity, and for all of you in the whol esal e
busi ness, you know exactly what we are tal ki ng about here.
W not only want to use our own assets, our own network, we
want to connect and switch into and out of other people's
net wor ks, so we have the sane access to the grid that we' ve

got in gas and electricity in North American and in Europe.
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So that's the gane plan. That involves four things, which
we are actively pursuing right now.

The first one is to have a fiber network in place.
Again, for the people in London and Europe, we should have
an interconnect done to the U K and then building into the
continent within the next couple of nonths, but it is a
fi ber network of either our own fiber that we have
constructed or laid around the country in North America and
contracted fiber to get into places |ike Europe, |ike Asia,
where we can get access to other people's fiber that's
already in place, so that we can nove our broadband data
across ot her people's networks.

The first one is fiber. Second one are [sic]
servers. W are putting in enornous server conpl exes at
various locations in the grid. This allows us to nove huge
anounts of data to conpanies and to users. So it is kind of
the on-ranp and the off-ranp of the fiber network.

Then pooling points, pooling points are swtches.
They are an interconnect |ocation just like in a gas grid or
an interconnect |ocation just like in a power grid. They
are places that we can swtch our content and our data onto
ot her people's networks on a real-tine basis.

Then, finally, software, which is key. W' ve got
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sone very sophisticated software that allows us to manage
t he novenent across our own network and ot her people's
networks effectively, so that we can keep control of the
quality of the product that is going to the custoner. So
that is the first piece of it.

Once we have that in place, that is essentially
the core capability in this business. Then we have two
obj ectives. The first one which shows up on the |eft side
of the slide is we want to be the world's | argest buyer and
seller of bandwidth, in the sane way that we're the world's
| ar gest buyer and seller of electricity and natural gas in
North Anerican and the way we are going to be the world's
| argest buyer and seller of gas and electricity in Europe.
W want to be the world's | argest buyer and seller of
bandwi dt h around the worl d.

Then, on the right side of this chart, in addition
to that, we are providing some specific services to
custoners, and we want to be the world' s |argest provider of
prem um br oadband del i very services.

Now, you mght ook at this. |'ma gas guy.

W're all energy people, at |east nost of the people in this
room You mght say, "Well, why would Enron do this instead

of soneone el se?" | guarantee you, we have got sone very,
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very strong facilities and sonme very strong software.
think this is achievable. Not only is it achievable,
think we are well on our way to achieving these objectives.
So it is looking very, very strong. | amvery pleased with
what | have seen so far

| will just give you a sense in North Anerica what
it looks like. This is what the fiber network | ooks |ike,
and then we are in the process, as | nentioned, of
connecting into Europe and into the Pacific RRm but at the
end of 1999, we had about 13,000 mles of fiber in place.

This chart shows 15,000 by the end of the year
2000. That is probably, likely to be north of 20,000 by the
end of this year.

At this point, we are only doing a few nore bills.
We are getting access to other people's fiber to beef up
this nunber as tine goes on because there is a | ot of
capacity that is going in right now when we can get access
to that capacity.

We are putting these on-ranps and off-ranps to the
network. These are servers. At the end of 1999, we had 222
server conpl exes depl oyed around North Anmeri ca.

For those of you who get to Houston--1 would

encourage you if you have a chance--we have a facility now
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that is up on North Shepherd Boul evard in Houston, and it is
a gigantic warehouse where we are putting together these
server conpl exes before they get shipped out. | would
encourage you to stop over there and see it. It is really
interesting, and this is very sophisticated equi pnent, very
hi gh- capacity equi pnment, and we basically have an assenbly
operation that is putting this stuff together and shoving it
out the door to get it installed at various |ocations around
the world. So we have got on-ranps and off-ranps to the

fi ber network, but this will be a very powerful capability
once these servers are installed.

But then key to this is what was key in the gas
and el ectric business. W need to al so devel op sonet hi ng
call ed pooling points. There are two kinds of pooling
points that we are putting in place around the world.

The first type, we are calling private pooling
poi nts, and those are switches that we have proprietary
control over. Now, you mght think that the network for
fi ber would be interconnected and switchable. It turns out,
it's not. If you want to provision a circuit today, that
can take anywhere from 2 weeks to 3 nonths.

Wth this switching equi pnment, we will be able to

provi de the sanme service in less than a second. So this is
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going to provide a significant inprovenent on the
i nterconnectivity of the network, provide us with a
capability to provide capacity to people on demand qui ckly.

Now, these pooling points wll be, as | said,
private and public. There will be three--at |east three
public pooling points, one in New York and Los Angel es.
They are already in place. W expect to put one in place in
London.

The ones in New York and Los Angeles formthe
basis of a contract that we have | aunched now, which is a
st andar di zed bandw dth contract between New York and Los
Angel es that we are now trading. The activity has not been
that big yet, but this is the kind of contract that | think
will becone the standard for the industry and will start
| ooking like a gas contract or an electric contract over
tinme that we will be able to buy and sell, give people price
di scovery and the ability to get capacity quickly and switch
into that capacity quickly.

But we are very quickly putting this equi pnment
out. We expect by the end of this year--this says 13. At
the end of this year, we will probably have 25 of these
pooling points in place. Each of these are $2-mllion

Lucent facilities. They are big, big pieces of equipnent,
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but provides a service that the industry just doesn't have

t oday.

Now, once all that is in place--that shows the
ot her servers. Oh, here it goes. This is cool. Watch
this.

Then once all this stuff is in place, then
everything can start to interconnect.

Man, are these conputers slow \Vhat's the deal ?

[ Laught er. ]

MR. SKILLING Pardon? 1t's 50 instead of 60? |Is
that it?

Ckay. But, anyway, once all of this equipnent is
in place, then the next piece of this is software, and we
have devel oped sonme very sophisticated software. W bought
a conpany call ed Modulus [ph]. Now, Modul us had sone
software that was devel oped jointly between R ce University
and NASA to control, as a matter of fact, robotics for |ike
the Space Station, that sort of thing, but it's a very
conpl ex, unique software which allows us to contro
novenents across the entire network, but allows us to keep
track of everything, even if it is noving on sonebody el se's
net wor k.

So what we will have when all of this is done is
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we w il have the ability. If you want bandw dth, we can

gi ve you the bandw dth, whether it is on our network or
sonebody el se's network, instantaneously. You will have it
avai l able for as long as you want it, and when you don't
want it anynore, you don't need it. You don't have to pay
for it, which will be a totally different service than is
bei ng provi ded by the industry today.

So, fromthere, we want to build our position as a
nmerchant for bandw dth, just like gas and electricity. W
are putting bandw dt h managenent capabilities in place, and
these are in many cases outsourcing-type structures. W
wi || outsource bandw dth for people.

Trading. Tom Gross has got a trading activity up
and running on the forty-fourth floor in Houston. W' ve got
peopl e there that |ook just like the trading floor here,
starting to put together these packages, talking to
counterparties, getting the business done. And we are
putting together a finance capability that is anal ogous to
the finance capability that we devel oped in ECT back in the
ol d days to finance producers.

We have set sone targets wth the analysts. This
is going to be a unit of nmeasure or unit of volune that wll

be simlar to the vol une neasures that we use in gas and
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electricity, and this is what we have targeted.

These are DS-3 nonths. A DS-3 is a type of
circuit. A nmonth neans that that circuit is utilized for a
full nonth. So that is the unit of throughput that we are
going to be targeting, and as you can see, we are expecting
sonme significant gromh in this business over the next
coupl e of years.

If we hit these nunbers, if we hit these nunbers,
this portion of the business, you use standard netrics.

Look at other conpanies in the business. This portion of
the business will be worth about 12- to $13 billion in Enron
stock, if we hit these nunbers, and if we hit these nunbers,
we wi ||l have about a 15-percent share of the internediation
mar ket for bandw dth, which conpares to the 15 to 20 percent
that we have in gas and electricity. So these are
reasonabl e nunbers if we make it work, and | am assum ng we
will make it work.

Then the next piece, as | nentioned, is also
provi di ng prem um broadband delivery services. W are going
to be tracking sonething here which is simlar tothe T
statistic, that contract value that | showed you in the
retail business, and these are the targets that we have in

terns of mllions of dollars of contracted broadband
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t hr oughput .

And | can tell you for the year 2000, we have a
target of $160 million. | think we willi probably end this
nont h, February, wth about 115 or 120 of that done. Now,
that is the easiest, 115 to 120, but we are hitting on these
nunbers. If we hit these nunbers in the future, this
busi ness is worth another $13 billion to us, at least, if we
just hit these nunbers with these types of services and
these types of targets.

So, overall, it is a huge market. W have a very,
very unique strategy to pursue in this market. The
custoners love it. They |love what we are doing in this
busi ness, and | woul d expect to see sone significant growth
in this business as sone goes on.

So--and I"msorry for going through that so
qui ckly. There is an awful |ot that goes behind that. W
maybe can get to sone of it during the Q%A session, but it
is a very exciting business. It's part of Enron. It fits
with what we do, and it is sonmething that all of us would
understand fromwhat we do in the gas and electricity
busi ness.

So, in conclusion, we've got some very uni que

busi nesses in this conpany. | think we need to be thinking
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about these businesses as tine goes on as know edge- based
net wor ks supported by superior assets. W need to be

t hi nki ng about the intellectual content of this because
that's where we add value. That is where we nmake noney for
our sharehol ders. That is where we get a 50 nultiple on our
ear ni ngs nunber

We have | arge scal e and extensive scope in every
mar ket we go into, and if we can't get that |arge scale and
scope, it is probably not a nmarket that we want to
participate in. W need to get in big. W need to be in a
position where we are a strong player in that business, and
that's how we get better and survive.

We have innovative products and custom zed
solutions. As an organization, | think we can--we can say
that we're pretty innovative, but we have sone uni que
busi nesses.

We continue to gain substantial market share in
rapi dly grow ng deregul ated nmarkets worl dwi de, and we are
commtted to providing substantially increased value to our
sharehol ders. So the business, the operating highlights of
t he business, the global strategy, the conpany is in great
shape. W are executing against the plan, the way we shoul d

be executing against the plan. The conpany is doing really
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wel | .

So, with that, I will turn it over to Joe again to
tal k some about the Excell ence Through Conmuni cati ons
results.

MR, SUTTON: One thing we acconplished | ast year
that | think is a significant acconplishnment of the conpany
is we were able to put together a product that allowed us to
go out to our enployee, our work force and get answers to
questions on work force issues. The nost inportant thing is
a lot of us get feedback within about 2 weeks of doing the
survey.

Thi s Excell ence Through Conmuni cati ons Survey was
done twice last year. W did it about mdyear. W did it
inthe fall. W got the results back in the fall, and they
were pretty much the sanme as mdyear. Not nuch changed
t here.

What we want to do, though, is |look at these
results and see if we can't attack sone of the issues,

[ i naudi bl e] on those things we are doing well, and use this
tool as a way to get feedback to the managenent of things we
can do in our conpany to nake our conpany even a better

pl ace to work.

This was the purpose of the survey. Naturally, it

36



is to understand the factors of getting a way of people
doi ng their personal best. W had about 10,000 enpl oyees
participate--or invited to participate in the
Novenber - Decenber tine frame. About 5,000 actually did.
We've got results back from

W would like to increase the response rate in the
future, and, really, to all of you enployees listening to
this, it is inportant you give your feedback on your
conpany. This is your conpany, and we want to know from
t hese surveys what you think we can do to nmake the conpany
better. So don't hesitate to respond. It takes about 10
mnutes. It's very quick. The results get back to us, as
you can see, in a very fast fashion as well.

As you can see here, we did this, an enpl oyee
survey, about 3 years ago. In that survey, 3 years ago, we
didn't score so well in many of these categories.

In the survey |ast year, these were many of the
strengths we had in the conpany, and these nunbers are very
hi gh nunbers. Any tinme you are above 60 percent in one of
these surveys, it is a very high nunber and a very favorable
response.

| think probably the two I am nobst proud of here

are on the right-hand side of the chart, which tal ks about
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peopl e woul d recommend Enron is a good place to work.

Si xty-seven percent of the enployees that filled out the
survey felt that it would be a place--a good place for
people to work, and the last point there, it tal ks about the
comm tment of our people at a 61l-percent rate. Those two
are, in nmy opinion, pretty critical to our ongoing success
as a company.

But all of these, we are very happy with. So |
think the bottomline here is we showed great inprovenent
fromthe survey 3 years ago to the surveys done |ast year in
nost categori es.

There were sone areas that we didn't do so well
in, and we've decided to attack that as an issue this year.
Most of these areas--and they are shown here--revol ve around
communi cations. As you know, that is one of our core
values, and | think it is inportant that we make sure if we
are going to grow the way Jeff and Ken and | have |l aid out
that we increase and nake sure peopl e understand they have
the ability to conmunicate and the obligation to comunicate
across the conpany.

As you can see, these results weren't quite so
good. So one of our goals this year, of course, is to

i mprove in this area.
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The way we have decided to do that is to take the
conmuni cations value. | amchairman of the Vision of Values
Task Force in the conpany--and take the comunicati on val ue
and put a canpai gn together inside Enron to ensure that we
comruni cate better, both internally and externally as a
conpany and as an enpl oyee base.

So we are going to do that in three ways. Now, we
are going to do in many ways, and, hopefully, all of you
will participate and help us do it, you know, nuch nore
effectively, but we are going to focus on three--three
things to get this done.

First of all, for vice presidents and above, we
are going to stress the executive communication and
i nfluence training that we put in place about 2 years ago.
W are going to make it a requirenent for all vice
presi dents and above to attend this training this year.

It's a 2-day training session, and we find out that it

t eaches you how to conmuni cate down and t hroughout the
conmpany. So it is inportant that we get that training to
all of our nore senior |eaders.

We are also going to enhance that training further
by providing online training for other nmenbers of the

| eadership in Enron. W are devel oping those prograns now.
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They will be out sonetine m dyear which will allow you to
access online training prograns, which will help you enhance
your communi cation skills.

The third thing--or actually the second thing--the
first two go together, but the third thing we are going to
work on is we are going to work very hard on trying to get
people to realize that they have an obligation to dissent in
this conpany. Sonething Jeff and Ken have insisted upon is
that we have people--and our strength is we have
enpl oyees--that are able to give input. They're not afraid
to give ideas, concepts, new creative approaches to things.

We'll carry that one step further. You have an
obligation to this end. |It's your conpany. |If you see
sonmet hing wong in the conpany, you' ve got to take action to
fix it, take action--or if you have a good idea, you have to
take action to input your idea.

We are doing this through a--we sort of cane up
with sonmething here called participation and di ssent
sessions which allows conpanies to have what we call P&D
sessi on where people get together and actually take an idea
and war back and forth on it, you know, game back and forth
onit. | think the--you know, the idea here is to use these

sessions to enhance an idea and al |l ow people to have i nput.

40



O course, last, we are going to inprove the tools
we have for communi cation throughout the entire conpany. W
have a whole list of things we do in Enron to conmuni cate.
Sone are effective; sone are not effective. The idea is to
catal og these and bring these into a--in a way that they're
all effective, hopefully. Conmunication.

So bottomline here is we want and expect you to
hel p us comuni cate better, and we hope that the results of
the surveys we use this year will show an inprovenent in
those areas where we are weak. So we are going to attack
t he communi cati ons val ue.

O course, everything you have heard here today is
great. | nean, the conpany is doing fantastically well.

Qur stock price is up. W' ve got new businesses. W've got
peopl e performng well, but all of that is based on a
foundati on of fundanental core values. | think Enron's

val ues are one of the reasons that we have been able to be
as successful as we have. So don't forget those val ues, and
make sure that as you go out and enbark on your new

busi nesses, we are stressing respect, excellence, integrity,
with a focus this year on communi cation

[ Side 2 of Tape No. 833 begins.]

So, with that, that ends our briefing for today,
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and now Ken and Jeff and I will be able to answer your
questions from around the worl d.

[ End of audi ot ape recording. ]

42



